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Council Witness Testimony in favor of a Tax Credit Plan to 
Urges Action on relieve taxpayers of part of the burden of 
Tax Credit Plan paying tuition and fees for college students 


was given before the Ways and Means Committee 
of the House on January 15 by Dr. John F, Meck, vice president and treasurer of 
Dartmouth College. Appearing as a spokesman for the American Council on Education, 
Dr. Meck was also authorized to represent the American Alumni Council, the Associa- 
tion of American Colleges, and the State Universities Association. The Plan which 
he advocated is an important item in the Council's "Proposed Program of Federal 
Action to Strengthen Higher Education in the Service of the Nation." (See this 
Bulletin, Vol. VII, No. 3) Excerpts from his testimony follow: 

Our testimony, Mr. Chairman, concerns (1) the great public need for ensuring 
that a greater proportion of our best qualified youth attend institutions of higher 
learning in order to secure the maximum development of human resources urgently re- 
quired by this country, and (2) a basis for meeting a part of that urgent need by a 
program of assistance to those individual taxpayers who bear a heavy share of the 
burden of financing students at these institutions. 

We propose a tax credit plan such as is set forth in H.R. 765 introduced in the 
First Session of the 8th Congress by Representative McCarthy of Minnesota, in 


H. R. 1064 introduced by Representative Boggs of Louisians, and in several other 
bills. 


The Nation's Shortage of Educated Manpower 


All of us are well aware, I know, that the present shortage of trained manpower 
in the United States has not come about as an aftermath to the appearance of Sputniks. 
The shortage has existed for some years. The recent explosive developments in scien- 
tific activity have simply turned the spotlight of public interest upon an already 
existing problem... 

A combination of factors has created a situation involving a snortage in the 
number of college-age and college-educated persons on the one hand and of critical 
demand for persons educated to the height of their capacity on the other hand. The 
shortage of college-age persons is beginning to improve this year, and this improve- 
ment may be expected to continue for 10 years or more. But the nation has not yet 
solved the problem of how to get more of this prime manpower resource into the colleges 


in order that more of our young men and women may achieve their highest potential de- 
velopment. 


1d The Increasing Cost of College Education 

It is generally known, of course, that finances are a major barrier to students, 
and that this barrier grows higher every year. The President's Committee on Edu- 
cation Beyond the High School in its Second Report last August said: "Sending child- 
ren to college involves for most families an extraordinary peak of financial burden, 
and this burden may grow as hard-pressed institutions find it necessary to increase 
tuitions to support higher faculty salaries and other increased costs." 

Colleges and universities, both public and private, have been forced to raise 
tuition and fees in a determined but usually unsuccessful effort to keep pace with 
rising costs. The cost of room, board, travel and other items important to student 
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living on the campus has gone up in proportion to the increases in living costs 
elsewhere. The U. S. Office of Education reported this year, in a publication 
entitled "Costs of Attending College," that tuition and fees alone, between 1940 
and 1957, increased 89 percent in public colleges and 83 percent in private col- 
leges. This study shows that from 1940 to 1957 the average student cost of attend- 
ing public colleges, including tuition, fees, and other items important to student 
housing, advanced from $747 to $1,493 a year, and the cost of attending private 
colleges advanced from $1,023 to $2,047 a year. In both public and private col- 
leges, the increase in just 17 years is almost exactly 100 percent. Latest fig- 
ures of the U. S. Office of Education, moreover, based on reports from institu- 
tions enrolling more than 80 percent of college students in the United States, 
reveal that costs to college students and their families are still climbing... 

It can be readily demonstrated that the increase in charges to students 
could justifiably be much greater... 

At present American colleges cannot obtain sufficient revenues to permit 
even a minimum satisfactory pay scale for the members of their faculties, let 
alone a pay scale which will attract well-trained teachers into the profession 
to meet the great need of the future. The point has been made more than once 
that, in effect, faculty members by accepting sub-minimal pay, have been helping 
to hold down students' costs and thereby indirectly subsidizing students. 

In their efforts to help worthy students, however, the colleges have been 
doing even more than holding down the cost of tuition to the needy stuient. This 
has been done by using a substantial part of their operating funds for scholar- 
ships and other types of financial aid to students. A recent survey of 2 col- 
leges with enrollments under 3,000 made by Treasurer John M. Schlegel, of Lafay- 
ette College, shows that total student aid in one year was $4,000,000, only 36 
percent of which was endowed...It is apparent, then, that even with college costs 
to the student held to a minimum--often at a sacrifice for the faculties--the 
number of qualified students requiring aid has been an additional drain on 
financial resources of the colleges. 


General Advantages of the Tax Credit Proposal 


If a measure of tax relief were given for student tuition and fees paid to 
tax-exempt public and private educational institutions, many parents might be 
expected to reappraise their financial ability to pay the costs of a child's 
education, and more children would actually enjoy the opportunities which our 
country is committed to provide. Many parents in the $8,000, $10,000 and even 
the $12,000 @ year brackets, who now require partial scholarships in order to 
keep their children in college, would be able to forego these scholarship funds, 
thus making them available for children coming from homes of less financial 
ability. Many institutions, without curtailing the support now being given to 
superior students from low-income homes, could conserve some of the operational 
funds now used for scholarships and make them available for faculty salaries and 
maintenance of plants, thus improving the quality of instruction. 

The plan proposed, which has been studied in several different forms by 
numberous educational groups for several years, is based on a formula suggested 
by the Resolutions Committee of the Taxation Section of the American Bar Associa- 
tion at its 1954 convention. Briefly, the plan provides that 30 percent of stu- 
dent tuition and fees actually paid by the taxpayer to the institution be applied 
as a tax credit on the amount of income tax otherwise payable. This means that 
all taxpayers who pay a given amount of tuition and fees to a college would re- 
ceive the same tax benefit in dollars, regardless of whether their income tax 
bracket be 20 percent, 50 percent or 91 percent. 
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There is now general agreement among those who have been involved in the study 
by educational groups that this tax credit method is much superior to the previously 
suggested plan by which the cost of tuition and fees would have been deductible from 
income. The tangible advantage to those in low income brackets is very substantial. 

The following will illustrate the relative effects of the two methods. If we 
assume an $800 tuition, and such tuition were made deductible, then the taxpayer 
in the 20 percent bracket would save $160 of taxes, while the taxpayer in the 50 
percent bracket would save $400 of taxes. If, on the other hand, 30 percent of the 
tuition were allowed as a tax credit, then both the parent in the 20 percent bracket 
and the parent in the 50 percent bracket would be given tax relief to the extent of 
$240 (30 percent of $800) from his federal tax bill... 


Estimated Loss of Revenue 


The loss of revenue to the Treasury under the tax credit plan cannot be esti- 
mated with accuracy, partly because the statistics on which an up-to-date analysis 
must rest are unavailable. A fair approximation may be suggested, however, using 
as a base complete statistics for the academic year 1953-54, the latest compiled by 
the U. S. Office of Education. It should be noted that the tax credit plan would 
not permit a taxpayer to take credit on any funds supplied by the Federal Government 
or any other outside agency. In short, if part or all of a student's tuition and 
fees is paid in effect by the Federal Government, a state, an industrial concern, a 
foundation, or an educational institution itself, no tax credit would accrue to the 
taxpayer on the amount of such a payment. Hence in making this estimate a number 
of substantial deductions, some of which defy refined estimates, are to be made 
from the reported gross income of the institutions from tuition and fees. 

In 1953-54 the total amount received by 1,871 institutions of higher education 
for tuition and fees was $598,547,000. Of this amount $44,368,000 was received 
from the Federal Government on behalf of veterans, and therefore should be deducted. 
In the same year there were cash contributions to students for scholarships, fellow- 
ships and prizes of $74,789,000, of which approximately two-thirds, or $50,000,000, 
it may reasonably be assumed was applied toward tuition and fees. In addition the 
Federal Government makes payments toward tuition in the Army, Navy and Air Force 
ROTC programs, and offers fellowships through the National Science Foundation, the 
Atomic Energy Commission, the Public Health Service and other agencies. When all 
these deductions are made, it can confidently be estimated that in 1954 the total 
of tuition payments against which the 30 percent tax credit would be computed 
would have been much less than $500,000,000 making the revenue loss less than 
$150,000,000 as of that year, assuming that all families paying tuition had net 
incomes sufficient to make them subject to income tax... 


Relationship to Other Plans for- Student Aid 


The tax credit plan is offered as one sound part of the answer, but not the 
complete answer, to the problem of opening the door of higher education to all 
qualified youth. Very special attention, for example, is required for the children 
of families with incomes below the Federal income tax brackets. The American Coun- 
cil is on record as an advocate of Federal scholarships, with a test as to means 
and ability. It is our position that the tax credit plan and Federal scholarships 
would complement each other, each program meeting a particular need, and each 
relieving the other of a part of the financial load. As the tax credit plan would 
make possible greater support of students from family resources, there would be 
less need of scholarships; as scholarships would take up the burden of tuition and 


fees for able but low-income students, there would be fewer claims for income tax 
credit. 
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Certainly it can be said that the tax credit plan would give immediate en- 
couragement to thousands of families now doubtful of their ability to send their 
children to college, and would permit them to plan confidently for the future. 
The present demands upon American higher education clearly seem to indicate the 
wisdom of a supporting program of such broad, under-girding strength as the tax 
eredit plan. It avoids completely any threat of Federal control of higher edu- 
cation, it is simple and efficient to administer, and it will give a real impetus 
towards solving the shortage of trained manpower which must be solved if our 
nation is to survive. 

(For a list of the members of the Ways and Means Committee, see this Bulletin, 
Vol. VII, No. 1.) 


Director Selected The American Council on Education this spring will 
For Dental Survey launch a broad survey of dentistry in the United 


States under the direction of Dr. Byron S. 
Hollinshead, lately director of the Technical Assistance Department of UNESCO in 
Paris. The $400,000 project will be completed in two years. 

Dr. Hollinshead, who was formerly consultant to the Commission on Financing 
Higher Education and president of Coe College in Iowa, is author of Who Should Go 
to College? and co-author of General Education in a Free Society, the Harvard 
Report published in 1945. He is well known as the author of many articles pub- 
lished in professional journals and popular magazines. 

Dr. Hollinshead will assume his duties as director of the two-year survey 
on February 1. His staff, with headquarters in Chicago, will include an assistant 
director, five or six technical and editorial staff associates, and a secretarial 
and clerical staff of six to eight persons. 

The objective of this impartial and critical study is to assess the achieve- 
ments, resources, and potentialities of dentistry in the United States, to deter- 
mine desirable areas of future development, and to recommend methods for the 
better provision of an essential service to the American people. It will center 
on four areas: dental education, dental research, dental practice, and dental 
health. 

The survey is being undertaken at the request of the American Dental Associ- 
ation and will cost $400,000 which has been provided as follows: the Kellogg 
Foundation, $250,000; American Dental Association, $120,000; Rockefeller Brothers 
Fund, $25,000; and the Louis W. and Maud Hill Family Foundation, $5,000. 

A national commission, composed of representatives of such groups as education, 
management, labor, medicine, and dentistry, has been appointed by the Council and 
has final authority for the conduct and administration of the survey. 

Arthur S. Flemming, president of Ohio Wesleyan University, and former director 
of the Office of Defense Mobilization, is chairman of the Commission. 

President Arthur S. Adams of the Council has said of the project: "This sur- 
_vey can and should be as important to dentistry in all of its aspects as the 
Flexner Study of 1908 was to medicine...The profession of dentistry deserves the 
thoughtful examination which this survey can provide." 
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